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Tackling low income is a significant 
challenge for the UK government and the 
emergence of the ‘gig economy’, growing 

in-work poverty, welfare reforms and campaign 
for a ‘living wage’ has pushed the issue up the 
policy agenda. Persistent low income has a 
damaging effect on the individuals and families 
experiencing it and understanding the causes, 
consequences and dynamics of low income are 
crucial for tackling this problem.

The Department for Work and Pensions 
(DWP) uses Understanding Society to monitor 
and understand income movements over 
time and the persistence of low income for 
various population groups. Their report is 
published as an experimental statistic rather 
than a National Statistic as it is in the testing 
and development phase. 

WHAT IS PERSISTENT LOW INCOME?
The DWP defines people as having a 
persistent low income if their equivalised 
disposable household income falls below 60 
per cent of the median household income for 
three out of the last four years.
 
Household income includes income from all 
sources and is measured after taxes and 
benefits (disposable household income); this 
is because the UK government measures 
spending power, rather than earning power. 
In addition, this measure was adjusted 
to take into account household size and 
structure (also called equivalising).

Household income, and persistent low income, 
was calculated both before housing costs 
(BHC) and after housing costs (AHC). The 
AHC measurement was used because of wide 
regional differences in the cost of housing.

HOW WAS UNDERSTANDING 
SOCIETY USED?
Understanding Society annually collects 
comprehensive information on income 
from all household members and produces 
net household income estimates from the 
information in the survey. Understanding 
Society has been working closely with DWP 
analysts to refine these estimates and update 
the model to reflect changes in the tax 
system. For their report on persistent low 
income the DWP analysed two periods of 
data (2010-14 and 2011-15, corresponding 
to Waves 2-5) with the sample consisting of 
individuals who are included in all relevant 
waves. The analysis assumes that individuals 
within households have the same persistent 
low income status as their household.

For the first time, it was feasible to analyse 
persistent low income separately by region 
and ethnicity due to the overall large sample 
and specific Ethnic Minority Boost Sample in 
Understanding Society. 

FINDINGS
The movement in and out of low income, and 
how far people are able to progress if they 
escape persistent low income, is of particular 
relevance for policy. Using movements 
between quintiles, the analysis tracked 
individuals at 2010-11 and followed them in 
order to determine their position in 2011-15. 
Over the period there was limited movement 
between income quintiles, with 25 per cent 
of people in the lowest income quintile having 
moved up to the next quintile and only four 
per cent reaching the highest income quintile.

Overall, nine per cent (BHC) and 11 per cent 
(AHC) of individuals were in persistent low 
income in the years 2011-15. There were 
significant differences between population 
groups; both families with children and 
pensioners were more likely to experience 
persistent low income. Eleven per cent of 
families with children (BHC) and 16 per cent 
(AHC) had persistent low incomes - though 
there were no changes in their rates between 
the two analysis periods.

Given the changing nature of families, 
understanding the links between family 
structures, size and persistent low income 
is crucial. Families particularly at risk of 
persistent low income included single parent 
families, workless families, families with 
only one adult in paid work and those with 
three or more children. Whilst families with 
children incur the additional costs of raising 
children, housing costs also had a major 
impact on low income rates amongst single 
and workless families.
 
The analysis demonstrated regional 
differences in persistent low income. In 
2011-15, Yorkshire and the Humber had the 
highest percentage of individuals in persistent 
low income BHC (13 per cent). The lowest 
rate of persistent low income was in the 
South East (five per cent). 

Differences in persistent low income by 
ethnic group amongst the working age-
population were also highlighted, with all 
ethnic minority groups being more likely to 
experience persistent low income than their 
White counterparts.

Lack of educational qualifications for 
working-age individuals also had a 
detrimental impact; people without any 
qualifications were six times more likely to be 
in persistent low income BHC compared to 
those with a degree. Having a long-standing 
illness which limits your activity also played 
a role, with this group also more likely to 
experience persistent low income.

IMPACT
This Income Dynamics report by DWP 
maintains a commitment by the government, 
made under the 2016 Welfare Reform and 
Work Act, to publish data on children living 
in low income households, including those in 
persistent low income households.

Tackling persistent low income relies on a 
mix of UK and devolved policy interventions. 
Benefits, minimum wage policy and 
relevant state support operate on a UK 
wide basis, whilst other policies such as 
employment, childcare, family support 
and education are devolved. The Income 
Dynamics report and the accompanying 
statistics will be of potential interest to 
the Devolved Administrations and other 
government departments, local authorities, 
parliament, academics, journalists and 
the voluntary sector. This research shows 
how Understanding Society can be used to 
provide new insights in to bothy persistent 
low income and also how far people are 
able to progress ‘above the line’. With low 
pay continuing to be a major political issue, 
Understanding Society provides crucial data 
on the progress of decreasing persistent low 
income and in evaluating the impact of tax 
and benefit policies over time.

WHO’S EXPERIENCING 
PERSISTENT LOW  
INCOME IN THE UK?
By family type

SINGLES WITH CHILDREN HAD HIGH RATES 
OF PERSISTENT LOW INCOME, WHILE COUPLES 
WITHOUT CHILDREN HAD LOW RATES.

“IN ADDITION TO CAPTURING A LOT OF  
INFORMATION ON INCOMES, IT ALSO CAPTURES  

A LOT OF CONTEXTUAL INFORMATION ON THE HOUSEHOLD 
AND INDIVIDUAL CIRCUMSTANCES, SUCH AS EMPLOYMENT, 

EDUCATION LEVEL AND DISABILITY” 

NEARLY HALF 
OF WORKING-

AGE ADULTS IN 
PERSISTENT LOW 
INCOME WERE IN 
FAMILIES WHERE 
SOMEONE WAS 

WORKING.
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(Income Dynamics:  
Background information  

and methodology,  
DWP 2017). 
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AFTER HOUSING  
COSTS (AHC)
6% Pensioner couple
9% Single male pensioner
11% Single female pensioner
12% Couple with children
6% Couple without children
27% Single with children
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BEFORE HOUSING 
COSTS (BHC)
9% Pensioner couple
11% Single male pensioner
18% Single female pensioner
8% Couple with children
4% Couple without children
18% Single with children



Understanding Society has been commissioned 
by the Economic and Social Research Council 
(ESRC). The Scientific Research Team is led by 
the Institute for Social and Economic Research 
(ISER) at the University of Essex.

FURTHER INFORMATION
This research was undertaken by DWP; 
The Income Dynamics findings and 
methodological reports are available from: 
https://www.gov.uk/government/statistics/
income-dynamics-experimental 

Understanding Society would like to 
acknowledge the help provided by Peter 
Matejic at DWP in the production of this 
information. Any errors of interpretation 
contained in this case study, however, are 
our own and no wider relationships are 
implied. This case study contains public 
sector information licensed under the Open 
Government Licence v3.0.

This case study is part of a series aimed at 
potential users of Understanding Society 
data, including: policy makers, researchers 
and people in a position to influence social 
policy. If you would like to discuss how we 
can help support and raise awareness of the 
policy impact of your research, please email 
policyunit@understandingsociety.ac.uk
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